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Improving New York State' s Utilization of its TANF Block Grant and
Related “Maintenance of Effort” Resour ces

Executive Summary

Over the last five years, the interaction of two maor developments — dramatic reductionsin the
number of needy families receiving governmenta cash assstance and mgor changes in the way that the
federa government shares in the cogtsincurred by the states in providing such assistance and related
sarvices — have given the states an unprecedented level of resources that can be used with an
unprecedented degree of flexibility in meeting the needs of families that continue to receive cash
assistance and families that need additiona supports to successfully remain working.

In New Y ork State, the number of people receiving family assistance has declined by about a half
million, or amost 40 percent, from its January 1995 level of 1.2 million but since December 1996 New
Y ork has received a fixed amount of money from the federd government ($2.44 billion per year) for
"temporary assstance to needy families.”

This combination of fixed funding and falling cassloads has resulted in the so-cdled “wefare
windfdl.” Initssmplest formulation, thiswindfdl is the difference between (a) the $2.44 hillion in
federd aid that New York recaeivesin aparticular federd fisca year under the TANF Block Grant and
(b) the amount that it would have received during that fiscd yeer if the former funding formulas for
AFDC and related programs had remained in place. Thisis approximately $1 billion dollarsin the
current federa fisca year.

New Y ork can then ether use these "additiona” resources to invest in programs and services that
assist needy familiesin becoming and remaining self sufficient or, subject to some restrictions imposed
by federd guidelines, use those resources for certain existing programs of assistance to needy families,
thus providing fiscal relief to the state by dlowing it to reduce the amount of General Fund resources
necessary to continue those programs.

In 1999 the federd government issued find regulations implementing the 1996 federd welfare
reform act which made it Sgnificantly easer for states to use both TANF funds and the fundsit is
required to continue to spend under the 1996 federd law to help low income working families. Many
dates have taken advantage of this opportunity and are using TANF for awide range of benefits and
services, such as trangportation, child care, housing assistance, substance abuse treatment and domestic
violence sarvices. Unfortunately, New Y ork has used this so-called “welfare windfall” to provide fisca
relief — subgtituting federa funds for state and loca funds without creating or expanding programs for

needy families

The portion of the state€'s TANF Block Grant going to fisca relief isincreasing. The 2000-2001
Executive Budget projects the fiscd relief of $591 million, up from $403 million in 1999-2000 and
more than double the $233 million in 1998-1999. An example of how the sate is usng TANF funds
for fiscal relief isthe decison to use TANF funds to pay for the refundable portion of the state’ s Earned



Income Tax Credit for low-income families. The dlocation of TANF funds for this purpose has grown
from $49 million in state fisca year 1999-2000 to a proposed $174 million in state fiscal year 2000-
2001 and it is projected to grow to $317 million in 2002-2003. Thisisa program that was funded in
the past from outside the public ass stance revenue streams which will now be fully funded from the
TANF Block Grant.

The extent to which New York usesits “wefare windfal” to provide fisca relief to the sate and
locd treasuries, the funds | eft to support new and innovative approaches to hel ping low-income families
are extremdy limited. Despite the continuing decline in public assstance casd oads, the 2000-2001
Executive Budget increases spending for these “ other initiatives’ by amere $2 million from last year.

The current TANF surpluses provide New Y ork State with a once-in-a-lifetime opportunity to
fight poverty and lift poor families towards independence and sdf-support. Thisincludes liberdizing the
earned income disregard, providing along overdue grant increase as well asinitiatives that provide
innovative and broad-ranging efforts to reach hard-to-serve parents and children, including those
without any higtory of paid work experience and those who are struggling with chemica dependency,
mentd illness, and histories of incarceration, domestic violence, illiteracy and other barriers to economic
success. New York ismore likely to continue to meet work participation ratesif it investsin activities
such as child care, increased earned income disregards and job training that have proven successful in
helping people to move from welfare to work.
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Improving New York State' s Utilization of its TANF Block Grant
and Related “Maintenance of Effort” Resour ces

Over the last five years, the interaction of two maor developments — dramatic reductionsin the
number of needy families receiving governmenta cash assstance and mgor changes in the way that the
federa government shares in the cogtsincurred by the states in providing such assistance and related
services— have given the states an unprecedented leve of resources that can be used with an
unprecedented degree of flexibility in meeting the needs of families that continue to receive cash
assistance and families that need additiona supports to successfully remain working. To explain this
gtuation and the options that it makes available to New Y ork State, this report attempits to:

C explain those two developments and their interaction, both genericaly and asthey affect New
York State,

C review, to the extent possible using the data available from the federa and Sate governments,
how New Y ork State has utilized the resources and flexibility made available to it during the
fird three years of federa wefare reform,

C present short summaries of each of the many programs, services and other purposes to which
federd, state and local family assstance resources have been devoted during the past three
years and those new programs proposed by the Governor in the 2000-2001 Executive
Budget,

C identify and discuss ways, based on the experience to datein New Y ork State and in other
dtates with effective gpproaches to wefare reform, in which New Y ork State can utilize the
resources and flexibility available to it under the federd welfare reform law to (1) minimize the

! Lists of the programs and services receiving funding under welfare reform in New Y ork State have been
made available by the Division of the Budget and the legidative fisca committees, and some of the
administering agencies have publications describing some or all of the programs for which they are
responsible but no document exists describing al of these programs. To understand what is going on in the
face of this void, this report's primary author, Carolyn Boldiston, undertook the painstaking process of
collecting and summarizing information on these programs. With a small number of exceptions, she was
successful in this effort and the results of her work are presented in this report so that other analysts can
build on this work rather than having to repeat it. We are greatly appreciative of the large number of
government officials who took the time to answer Carolyn's questions and to provide her with supplementary
information. Any comments or suggestions that would alow us to improve or expand this or other sections
of this report would be greatly appreciated.
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number of New Y orkers who are affected by the five-year time limits established by the federa
welfare law, (2) make the greatest possible contribution to the effort to assist people in moving
from welfare to long-term sdlf-sufficiency, (3) help meet the red needs of families that continue
to require cash assistance, for ether temporary or prolonged periods, through no fault of their
own, and (4) establish atrack record that will support, rather than undercut, efforts to ensure
that the Congress, in the short run and in the reauthorization of the federal welfare reform law?
in 2002, does not renege on its 1996 commitment to provide the states with the resources and
flexibility necessary to make welfare reform work effectively in both good times and bad, and
identify and discuss ways in which the state agencies responsible for the implementation of
welfare reform in New Y ork State can build on the reporting requirements established by the
federd government to provide State legidators and the public with useful and timely information
on the utilization of the federal, tate and local resources pursuant to the federd welfare reform
law.

Welfare caseloadsin New York have declined by almost 40 percent over thelast five years,
dramatically reducing expenditures on cash assistance for needy families.

Over the last five years, wdfare casdoads have falen dramaticaly in New Y ork State and in the
nation asawhole.

C Nationdly, from January 1995 to June 1999, the latest month for which such data has been
reported by the U. S. Department of Hedlth and Human Services, the number of people
receiving federd cash assstance to families (formerly Aid to Families with Dependent Children)
declined by more than 50 percent from 13.9 million to 6.9 million.

C InNew York State, over this same period, the number of people receiving Family Assstance
declined by about a haf million, or dmost 40 percent, from its January 1995 leve of 1.2 million.

Theresult of these caseload declines has been a dramatic reduction in federd, state and local
gpending on cash assstance for needy families. Tota federa, state and loca expenditures for al public
assgtance in New Y ork, including the state's Safety Net Assistance Program (formerly Home Relief) as
well as Family Assigtance, according to reports from the Office of Temporary and Disability Assstance
(and its predecessor, the Department of Socia Services) declined from $4.2 billion in 1994 to $2.65
billion in 1998, areduction of $1.56 hillion or 37 percent. While the federa expenditures fell by $460
million, state and loca expendituresfel by $553 million and $545 million respectively over this period.
The state-local portion of these costs declined even faster than the federa portion because there have
been greater percentage reductionsin Safety Net (Home Relief) caseloads (which do not receive any
federal assstance) than there have been in Family Assistance caseloads.

2 Public Law 105-33, the Personal Responsibility and Work Opportunity Reconciliation Act of 1996.

2
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Persons Receiving Federaly-funded Cash Assistance (AFDC/TANF)

Jan-95to Jun-99

STATE Jan-95 Jun-99 Change Pct Chng
Wyoming 15,434 1,621 -13,813 -89.5%
Wisconsin 214,404 27,140 -187,264 -87.3%
Idaho 24,050 4,365 -19,685 -81.9%
Mississippi 146,319 33,853 -112,466 -76.9%
Florida 657,313 173,341 -483,972 -73.6%
West Virginia 107,668 31,032 -76,636 -71.2%
South Carolina 133,567 40,293 -93,274 -69.8%
Colorado 110,742 35,469 -75,273 -68.0%
Georgia 388,913 130,210 -258,703 -66.5%
Alabama 121,837 45,472 -76,365 -62.7%
Texas 765,460 288,525 -476,935 -62.3%
Louisiana 258,180 100,577 -157,603 -61.0%
Maryland 227,887 89,003 -138,884 -60.9%
North Carolina 317,836 124,432 -193,404 -60.9%
Kansas 81,504 32,532 -48,972 -60.1%
Michigan 612,224 244,621 -367,603 -60.0%
Oklahoma 127,336 50,910 -76,426 -60.0%
Montana 34,313 14,079 -20,234 -59.0%
Ohio 629,719 258,773 -370,946 -58.9%
Oregon 107,610 44,565 -63,045 -58.6%
South Dakota 17,652 7,625 -10,027 -56.8%
M assachusetts 286,175 123,933 -162,242 -56.7%
Nevada 41,846 18,308 -23,538 -56.2%
Virginia 189,493 83,733 -105,760 -55.8%
Arkansas 65,325 29,350 -35,975 -55.1%
Arizona 195,082 87,894 -107,188 -54.9%
Kentucky 193,722 93,444 -100,278 -51.8%
Illinois 710,032 344,320 -365,712 -51.5%
Missouri 259,595 125,981 -133,614 -51.5%
Connecticut 170,719 83,458 -87,261 -51.1%
New Jersey 321,151 159,721 -161,430 -50.3%
Pennsylvania 611,215 304,451 -306,764 -50.2%
Tennessee 281,982 147,137 -134,845 -47.8%
New Hampshire 28,671 15,416 -13,255 -46.2%
North Dakota 14,920 8,227 -6,693 -44.9%
Indiana 197,225 108,986 -88,239 -44.7%
lowa 103,108 57,356 -45,752 -44.4%
Washington 290,940 164,323 -126,617 -43.5%
Maine 60,973 35,313 -25,660 -42.1%
Delaware 26,314 15,599 -10,715 -40.7%
Utah 47,472 28,909 -18,563 -39.1%
New York 1,266,350 795,030 -471,320 -37.2%
Vermont 27,716 17,585 -10,131 -36.6%
California 2,692,202 1,735,103 -957,099 -35.6%
Hawaii 65,207 44,229 -20,978 -32.2%
Alaska 37,264 25,393 -11,871 -31.9%
New Mexico 105,114 77,896 -27,218 -25.9%
Minnesota 180,490 135,202 -45,288 -25.1%
Nebraska 42,038 32,228 -9,810 -23.3%
Rhode Idand 62,407 49,897 -12,510 -20.0%
U.S. Total 13,930,953 6,889,315 -7,041,638 -50.5%
50-State Total 13,674,716 6,726,860 -6,947,856 -50.8%

* The U. S. Total includes the 50 states plus the District of Columbia, Guam, Puerto Rico and the Virgin Idands.

Source: United States Department of Health and Human Services: Administration for Children and Families
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Public Assistance Caseloads and Expendituresin New York State,
1994, 1996 and 1998

1994 to

Source:

1994 Program
AFDC

Home Relief

Total
Federal
State
Loca

1996 Program
AFDC

Home Relief

Total
Federal
State
Loca

1998 Program

Family Assistance

Safety Net

Predetermination

Total
Federal
State
Local

Program

1998 AFDC/Family Asst.
Home Relief/ Safety Net

Total
Federal
State
Loca

Cases
459,157
316,872
776,029

Cases
422,557
221,497
644,054

Cases
323,723
154,660

9,568
487,951

Cases

Recipients
1,264,071

386,713
1,650,784

Recipients
1,157,504

272,426
1,429,930

Recipients
883,469

166,326
26,340
1,076,135

Recipients

(135,434) (380,602)
(162,212) (220,387)

Children  Adults
817,600 446,471
50,341 336,372
867,941 782,843

Children  Adults
755,648 401,856
36,514 235,912
792,162 637,768

Children  Adults
593,381 290,088
4599 161,727
15,036 11,304
613,016 463,119

Children  Adults

(224,219) (156,383)
(45,742) (174,645)
(288,078) (574,649) (254,925) (319,724)

Expenditures

$2,914,185,149
$1,295,264,051
$4,209,449,200
$1,464,907,086
$1,382,504,219
$1,362,037,895

Expenditures

$2,613,810,794

$858,818,726
$3,472,629,520
$1,314,968,568
$1,078,450,786
$1,079,210,166

Expenditures

$2,006,284,595
$585,657,860
$59,211,824
$2,651,154,279
$1,004,925,787
$829,252,291
$816,976,201

Expenditures

($907,900,554)
($709,606,191)
($1,558,294,921)
($450,981,299)
($553,251,928)
($545,061,694)

New York State Department of Social Services, Socia Statistics, December issues: 1994,1996 and 1998;
Statistical Supplement to the Annual Report, 1994; 1996 funding source data provided by Office of
Temporary and Disability Assistance; 1998 funding source data estimated by Fiscal Policy Institute.
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During the 1994-1995 state fiscd year, according to New York State financid reports, the state

government spent $2,335 million on dl income maintenance programs while four years later total

income mai ntenance expenditures were only $1,725 million. Income maintenance expenditures include
emergency assstance, employment programs as well as cash-based public assistance for individuds,
families with children and the elderly. While expenditures for cash assstance for the elderly grew
moderately over this period, expenditures for cash assstance for families and non-elderly individuds fell
sharply. Generd fund disbursements for family assistance fell from $876 million in 1994-1995 to 522
million in 1998-1999, a reduction of $354 million or 40 percent.

General Fund Local Assistance Disbursementsfor |ncome M aintenance

(Amountsin millions, by program)

1995 1996 1997 1998 1999
AFDC / Family Assistance $876.108 $826.334 $705.511 $572.392 $521.904
Home Relief / Safety Net Assistance $675.795 $602.262 $508.181 $410.567 $362.800
Supplementa Security Income $537.913 $558.543 $589.128 $565.574 $590.495
Emergency Assgtance to Families $53.222 $99.317 $68.762 $73.4% $18.359
Emergency Assgtance to Adults $5.034 $4.051 $3.728 $3.131 $3832
Comprehensive Employment Project /
Job Placement and Retention Initiative $2.560 $3.857 $1.301 $2.869 $0.055
Job Opportunities and Basic Skills $33.288 $16.095 $18.633 $25.427 $30.393
(JOBS)
Legd Servicesfor the Disabled $6.353 $5517 $4.845 $4.938 $5.668
Income Maintenance Administration $144.637 $160519 $143.164 $249.756 $191.329
Income Maintenance Total $2334902 | $2276.468 | $2043260 | $1908148 | $1,724.836
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Theimplications of caseload reductionsfor federal aid to New York State are substantially
different under the 1996 federal welfarereform law than under prior law.

Federa expenditures for cash assstance to needy familiesin New Y ork State declined by
about $460 million between 1994 and 1998. Under the system of federd financid assistance that
existed prior to the enactment of the 1996 federd welfare reform law, these savings would have
accrued to the federa government. Under the new system of federal financid participation established
by the 1996 law, there is no reduction in federal ad to the Sate. Instead, at least through and including
the federal fisca year that ends on September 30, 2002 (FFY 2002), New Y ork is scheduled to
receive the same amount of money from the federd government for family assistance whether its
welfare casdl oads and the related costs go up or down.

New Y ork and other states now receive federd ad for their efforts to assst needy familiesin the
form of ablock grant known as the Temporary Assistance to Needy Families, or TANF Block Grant.
The 1996 law authorized each dtate to receive afixed-amount block grant for each of the six federd
fiscal years from FFY 1997 through FFY 2002. Under the new system, each state's award (except for
some relatively small bonus payments that are authorized by the 1996 law) is equd to the greatest of:

1) the amount of federal aid that the state recelved for AFDC and related federd programs during
the federd fiscal year that ended in 1994; or,

2) theamount of federd aid that it recelved for these purposes in the federd fisca year that ended
in 1995; or,

3) the average of what it received for these programs during the three federd fiscd yearsending in
1992 through 1994, whichever is greatest.

New York State's annual block grant award is set at $2,442,930,000, on the basis of the federdl aid
that it received in FFY 19953

Thisblock grant approach was aradica departure from the Aid to Families with Dependent
Children (AFDC) program that TANF replaced. Under AFDC, each state was reimbursed for
between 50 and 83 percent of the actual expendituresthat it incurred under its state AFDC plan asfiled
with and approved by the federal Department of Health and Human Services. Each dtate's actua
sharing percentage was inversdly related to its per cagpitaincome, with New Y ork and the other high
income gates receiving the minimum 50 percent reimbursement. Under the old program, when
casel oads went up federd assistance increased and when caseloads fell federal ass stance went down.

3 Through the efforts of the NY S Division of the Budget in precisaly verifying al relevant federal aid
clamsfor that base period, New Y ork's TANF Block Grant was increased to this level from the amount
($2.36 hillion) originaly set by the U. S. Department of Health and Human Services. Over the six-year
period for which the TANF Block Grant has been authorized, this amounts to a total increase in funding of
$480 million.



Improving NYS s Utilization of its TANF Block Grant and MOE Resources

New York’s“Wefare Windfall” isalmost one billion dollars per year.

This combination of fixed funding and falling casaloads has resulted in the so-cdled “wefare
windfdl.” Initssmplest formulation, thiswindfdl is the difference between (a) the $2.44 hillion in
federd aid that New York receivesin aparticular federd fisca year under the TANF Block Grant and
(b) the amount that it would have recaeived during that fiscd yeer if the former funding formulas for
AFDC and related programs had remained in place.

We can make avery rough estimate of this“windfal” by assuming thet federd reimbursements
under the old law would have declined in tandem with the AFDC casdoad. Given the dmost 40
percent reduction that has occurred in AFDC casdloads since 1995, this methodology would indicate
that the stat€’' s so-called windfdl during the current federd fiscd year would be dmost $1 billion.

Regardless of the exact magnitude of the “wdfare windfal,” the falling casd oads and fixed TANF
grant have created a unique opportunity for New Y ork and other states to address the needs and
concerns of low-income families. There are basicaly three options facing each state in determining how
to use this“wefarewindfal.” Firg, it can save these funds to cover the increased expenditures that it
would face if and when the economy declines and welfare casdoads rise. Second, it can use these
funds, to the extent dlowable under the federd law, to replace existing state and local funding for low-
income families thereby providing fisca relief for date and locd taxpayers. Third, it can invest these
funds in providing enhanced programs, services and support for low-income families. New Y ork has
used its “extra” TANF money to pursue al three of these options.

Esimation of the Wdfare“Windfall”

Cash-based Family Assstance Recipients

AFDC Recipients: January 1995 1,266,350
Family Assistance Recipients: June 1999 795,030
Percent Change 37.22%

Federal Funds
Federa AFDC Support: 1995 (TANF Block Grant) $2,442,930,000
Federd Support if Federal Grant were Reduced Proportionately $1,533,701,297
with Caseload Reduction

“Welfare Windfal” $909,228,703
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Asof theend of thelast federal fiscal year (September 30, 1999) New York had accumulated
$1.1 billion in unspent fundsin its TANF account in the federal treasury.

Under the welfare law, when a state does not spend dl of itsfederd TANF fundsin agiven year,
unspent funds can be accessed by the tate in future years. As of September 30, 1999, the end of the
federd fiscal year 1999, New Y ork had $1,122.9 million in unobligated or unliquidated fundsin its
TANF account in the federa treasury. This represents 16 percent of the total TANF funds awarded to
New York State during the first three years of the new block grant syssem. New York had $752.1
million in unobligated TANF Funds and $370.8 million in unliquidated obligations.

Unliquidated obligations are normally amounts a state has committed to spend — through contracts
that have been established or goods and services that have been received — but has not yet paid out.
To derive an estimate of each state's TANF balances, the two categories are added together since it
was determined that many states were classfying as“unliquidated” funds that under conventiona
accounting practices would be considered “ unobligated.”

These figures are from the ACF-196 forms that each state is required to submit quarterly to the
Adminigration for Children and Families (ACF) within the U.S. Department of Health and Human
Services. The ACF-196 Financia Reports set out expenditures in severd spending categories aong
with the amounts that the state has transferred to the Child Care Development Fund (CCDF) block
grant and the Title XX Socid Services Block Grant (SSBG).

Expenditure information on each annual TANF award is accumulated by federd fiscd year
quarters. Given that the federa fiscd year runs from October 1 through September 30 and welfare
reform legidation was enacted in August 1996, the first year of TANF awards to states was federa
fiscal year (FFY) 1997 which began October 1, 1996. Since New Y ork’s TANF State Plan became
effective on December 2, 1996 and was acknowledged as complete by the federal Department of
Hedlth and Human Services on December 13, 1996, its TANF award for FFY 1997 reflects an
amount proportionate to the amount of the fiscal year that remained — $1.98 billion — or 81 percent
of the total annua grant. TANF funds may be rolled over to future years and New Y ork has spent
annua TANF grants each year following the year of the award.

C New York transferred or spent dmost $1.9 billion of its TANF grants during FFY 1997, under
$1.84 hillion in FFY 1998 and just over atota $2 hillion in FFY 1999.

C Not incduding transfers, expenditures were approximately $1.73 billion, $1.56 billion and $1.5
billion respectively. This decrease is not surprisng given that the primary TANF expenditure,
“Cash and Work Based Assistance,” declined also during thistime.

C New York's recorded transfers to the Socid Services Block Grant during the firdt three years
of the TANF program - $168.4 million in 1997-1998, $221 million in 1998-1999 and $244
million in 1999-2000 - correspond closdly to the TANF surplus amounts adopted for transfer
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to thisfund in the last three state budgets - $168 million in 1997-1998, $215 million in 1998-
1999 and $241 million in 1999-2000.

C Eventhough federd records indicate that there have been no TANF expenditures on child care
during thefirst three years of the program, New Y ork transferred amost $325 million to the
Child Care and Development Fund during thistime. New Y ork made no such transfers during
FFY 1997 but in FFY 1998, a modest transfer from the 1998 TANF grant was made. In FFY
1999, totd transfers from the three annual TANF awards totaled $269.6 million.*

C Expenditures on cash and work based assistance have gone down since FFY 1997. These
conssted of more than $1.3 billion in the first year of the TANF program, then decreased to
$1.06 billion in FFY 1998 and totaled just over $954 million in FFY 1999. Cash and work
basad ass stance includes cash assistance and pay earned by TANF recipients for community
service jobs or subsidized employment.

C Expenditures on work activities congsted of dmost $58 million in FFY 1997 and dmost
doubled to more than $102 million in 1998 and more than $107 million in 1999.

C Administration expenses have decreased modestly from amost $230 million in federd fiscal
year 1997 to $221 million in FFY 1999. In 1997, thisitem represented 13.3 percent of total
TANF expenditures (not including transfers) for the year; in FFY 1999, it was 14.5 percent of
the same figure. Both proportions are under 15 percent, the federd limit on the amount that can
be spent for adminigtration by states out of their total TANF grant.

C Thelevd of TANF expendituresfor “systems’ was just over $5 million in federd fiscd year
1997; thisincreased to $6.6 million in 1998 and $10.6 millionin 1999. This latter figure
corresponds to the TANF surplus amount adopted in the state budget in 1998-1999 for use on
systems dthough there was aso $50 million adopted for this purpose in the 1997-1998 dtate
budget.

C Other Expenditures with federd TANF funds have amost doubled from $110 million in FFY
1997 to just over $201 millionin FFY 1999. This money is spent on such items as fraud
control programs, one-time assstance to families to divert them from relying on welfare, and

4 Overadl, child care assistance, excluding the child care reserve fund, increased from $66.6 million in the
adopted budget for state fiscal year 1997-1998 to $230 million in 1999-2000. Unlike the Title XX transfers,
the CCDF transfer amounts do not correspond closely to TANF Block Grant allocations for child care
assistance in the last three state budgets. Given the different fiscal year caendars for the federal and
state governments, however, transfers could be made during FFY 2000 (which started on October 1,
1999) which would take place during state fiscal year 1999-2000.
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domestic violence and child welfare services. This corresponds generdly to the increase in
dlocations for amilar services with TANF funds over the last three years of the state budget.

New York TANF Expenditures & Transfersby Federal Fiscal Year

(Amountsin millions)

FFY 1997 FFY 1998 FFY 1999 Tota
12 months ending 12 months 12 months
September 30, ending ending
1997 September September 30,
30, 1998 1999
Tota Expenditures and Transfers $1,898.5 $1,837.5 $2,009.2 | $5,745.2
Tota Expenditures $1,730.1 $1,561.5 $1,495.6 | $4,787.2
Cash and Work Based Assistance $1,327.4 $1,063.0 $954.0 $3344.4
Work Activities $57.9 $102.7 $107.7 $268.3
Child Care $0.0 $0.0 $0.0 $0.0
Administration $229.6 $2284 $2214 $679.4
Systems $5.2 $6.6 $10.6 $224
Transitional Services %04 $0.4
Other Expenditures $110.0 $160.8 $201.5 $72.3
Transfersto Child Care Block Grant $0.0 $55.0 $269.6 $324.6
Trandfersto Title XX Block Grant $168.4 $221.0 $244.0 $633.4
Unliquidated Obligations after Federa
Fiscd Year $0.0 $0.0 $370.8 $370.8
Unobligated Balance after Federa Fisca
Y ear $83.8 $605.9 $752.0 $752.0
Tota Unobligated and Unliquidated $83.8 $605.9 $1,122.8 | $1,122.8
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Under the TANF “Maintenance of Effort” requirement, New York must spend at least 75
percent of what it spent on needy familiesin the federal fiscal year that ended in 1995.

The framers of the 1996 federd welfare law were particularly concerned that states might take
advantage of the new flexibility and declining casdloads to dramaticaly decresse dtate spending in
support of low-income families and children. In order to guard againgt this possihility, the law restricted
the use of the federd block grant funds to specific activities and established “ maintenance of effort”
(MOE) requirements. The TANF MOE requirement is a requirement that a state must spend at least a
gpecified amount of state funds for benefits and services for members of needy families each year. The
specified amount is at least 80 percent (or 75 percent, if the state meets the TANF overall and two-
parent work participation rate requirements) of a historic state expenditure level of “qudified State
expenditures,” i.e., certain alowable benefits and services for members of needy families. A broad, but
not unlimited, array of benefits and services for low-income families with children can count toward
satisfying a state' s MOE obligation.

New York'sannua maintenance-of-effort (MOE) amount in the TANF program, given that TANF
recipients have met work participation requirements over the last three years, is $1,718,578,445.°
New Y ork's MOE expenditures exceeded the tota required amount by $32 million in FFY 1997 and
$154 millionin FFY 1999.

Accompanying data from federa financia reports indicate where MOE expenditures are being made.
C Ovedl, MOE expenditures went up over 31 percent from federal fiscal years 1997 to 1999.
Most of this change, however, reflects that New Y ork was not in the TANF program for afull

year in 1997. The increase from federd fisca year 1998 to federa fisca year 1999 was nine
percent, or, more than $154 million over the required amount by law.

C  Similarly, cash and work based assistance increased 10.6 percent from 1998 to 1999.

C  Child Care expendituresincreased more than three and one-haf times during this period,
growing from $49 million in federd fisca year 1997 to $182 million in federd fisca year 1999.

C By contrast, systems expenditures decreased from federa fiscal year 1997 to 1999, by 72.5
percent, faling from $5.5 million to $1.5 million.

5 In FFY 1997, New York's MOE was actually 81 percent of this figure, or $1,394,525,116, because
New York’s TANF program became effective in December of the federal fiscal year with 81 percent of
the year remaining.
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Maintenance of Effort Expenditures

(in thousands)
State Fiscal Years

Proposed SFY
SFY 1998-1999 SFY 1999-2000 2000-2001
Base Temporary Assistance Expenditures®
Administration $310,651 $320,059 $211,889
Programs
Family Assistance $966,400 $900,200 $939,200
Emergency Assistance to Families $79,800 $79,800 $40,000
Child Welfare Emergency Assistance to Families $240,000 $240,000 $120,000
Other $139,791 $178,991 $182,977
Subtotal - Programmatic Expenditures $1,425,991 $1,398,991 $1,282,177
Total - Base Expenditures $1,736,642 $1,719,050 $1,494,066
Annual MOE Requirement $1,718,578 $1,718,578 $1,718,578
Difference between MOE Requirement and
Total Estimated Expenditures $18,064 $472 ($224,512)

*Base Temporary Assistance Expenditures shown for SFY 1998-99 are budget re-estimates based on actual
experience. Expenditures shown for the following two years are are estimates used in the budget preparation

process.

Source: State of New Y ork, Executive Department: Division of the Budget, April 1999, January 2000.
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While such actud expenditure data from New Y ork is not available, state data on estimated MOE
spending by sate fisca year shows smilar trends. Expenditures for base temporary assistance have
declined in tate fiscd year 1999-2000 to $1.72 billion from $1.74 hillion the previous year. The
Executive Budget proposes an even greater decrease for 2000-2001 to $1.49 billion. While tota family
and emergency ass stance expenditures have gone down, expenditures for “other” programs increased
from dmost $140 million in state fisca year 1998-1999 to about $183 million in 2000-2001.

The 2000-2001 Executive Budget indicates dso that the state will not meet its MOE requirement
unlessit makes some adjustment. Therefore, through what is being cdled a“ share adjusment,” the
budget proposes to transfer $225 million of spending on family assstance from the TANF Block Grant
to the MOE. In addition, the Executive Budget transfers responsbility for $120 million spending for
family assgtance to children in foster care from the TANF Block Grant to the MOE. On the other hand,
MOE dlocations for Child Welfare Emergency Assstance to Families (EAF) have been reduced by
$120 million while totdl TANF Block Grant funds alocated for Child Welfare EAF are proposed to
increase by $60 million.

Lessthan half of New York’s TANF Block Grant is spent on cash assistance.

The combination of fixed funding and faling case oads has given sates a unique opportunity to
implement new investments that help needy families move up the socio-economic ladder and to provide
support to low-income working families. According to Richard Nathan, Director of the Rockefdller
Ingtitute on Government and a veteran observer of intergovernmentd fisca relations, the fixed block
grant also crestes a strong incentive for states to cut casdloads. In the past if the State reduced its
income mai ntenance expenditures by $1 million it would lose $500,000 of federd funds. Under the new
rules, the same reduction saves the state $500,000 without any loss of federa funds.

While actual expenditure data from New Y ork is not available, the table on page 15 presents
estimated state TANF expenditures using federa TANF funds. The base temporary assistance
expenditure figures are budget re-estimates based on actua experience or proposalsin 2000-2001
Executive Budget. For other TANF items, adopted budget dlocations are available.

The next table summarizes the combined TANF Block Grant and State/lLocd MOE funding for
what are known as “bass’ expenditures. “Basg’ expenditures include administration, cash assstance,
emergency assstance and a number of “other” programs. While State/LLoca MOE expenditures have
remained close to the “required” levels, TANF Block Grant funding for these “base’ programs,
particularly Family Assstance, has decreased significantly.

C TANFfunding for the loca adminigtration base fdl from $227 million in Sate fiscd year 1998
1999 to $120 million in state fiscal year 2000-2001, in response to federal concerns regarding
appropriate alocation of the cogts of intake and igibility determination activities among public
assistance programs.

13
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C TANF Block Grant funding for family assstance fdl from $966 million in sate fiscd year 1998
1999 to $474 million in the proposed 2000-2001 Executive Budget. On the other hand, TANF
Block Grant funding for child welfare emergency assistance has increased from $100 million in
1998-1999 to $220 million in the proposed 2000-2001 Executive Budget.

Asindicated earlier, in New York asin the rest of the country, expenditures on cash assistance and
emergency assgance to families have falen dramaticaly and now make up less than hdf the
expenditures from the federa block grant. Many states have taken advantage of this opportunity and
areusing TANF for awide range of benefits and services, such as trangportation, child care, housing
assistance, substance abuse trestment and domestic violence services. On the other hand, despite trict
“maintenance of effort” or MOE requirements written into the federd law, other Sates have used this so-
cdled “wdfare windfdl” to provide fisca relief — subdtituting federa funds for state and loca funds
without cresting or expanding programs for needy families. The table on page 16 summarizes New
York'sdlocation of thiswindfall.

Federal rules give New York new spending options.

Federa guidelines st forth alowable uses of TANF and MOE funds  First, because the 1996
federa legidation replaced AFDC and related programs with the TANF Block Grant, states may use
federd TANF fundsfor any activities that on September 30, 1995, or August 21, 1996 were funded
through state plans based on these former programs. In addition, the law aso spells out the following
generd uses of TANF funds:

1) to provide assistance o that children may be cared for in their own or their relatives

homes;

2) to promote job preparation, work and marriage towards ending recipients dependency
on government benefits;

3) to prevent and reduce out-of -wedlock pregnancies; and,

1) to promote and maintain two-parent families.

The first two aims are directed a needy families and parents where 'needy’ is defined by level of
income and resources as set out in New Y ork's plan to use TANF funds. States may aso transfer a
portion of their federd TANF award to the Child Care and Development Fund (CCDF) or the Socid
Services Block Grant (SSBG, or, Title XX) but states may not transfer more than a combined 30
percent of their annuad TANF funds to the two grants with alimit of 10 percent on the amount that can
be transferred to the Social Services Block Grant. As of federa fiscal year 2001, states may not
transfer more than 4.25 percent to Title XX. Any transfers must be completed during the grant year of
each annual TANF award. For example, if the state decides to transfer any of its 1999-2000 TANF
award to either or both block grants, it must do so by the end of the 1999-2000 federal fiscal year.
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Estimated Base Temporary Assistance Expendituresin New York

Federal TANF and State Maintenance-of-Effort (M OE) Funds

(in thousands)

SEY 1998-1999 SEY 1999-2000 Proposed SFY 2000-2001
TANE MOE TANE MOE TANE MOE
Administration
Local Administration - Base $227,191 $227,191 $119,073 $235,799 $119,739 $119,739
State Operations $45,000 $15,000 $55,000 $15,000 $55,000 $18,000
Local Employment Program Administration $54,760 $54,760 $57,023 $54,760 $57,650 $57,650
Pride 2000 $1,000 $2,000 $2,000
Jobs Staff $7,200 $9,500 $9,500
DOL TANF Staff $2,700 $2,700 $2,700
Electronic Benefits | ssuance $10,000 $10,000 $10,000 $10,000 $10,000 $10,000
Child Assistance Program-Administration $3,700 $3,700 $4,500 $4,500 $4,500 $4,500
Subtota - Administrative Expenditures $350,551 $310,651 $258,796  $320,059  $261,089 $211,889
Programs
Family Assistance $966,400 $966,400 $714,600  $900,200  $474,200 $939,200
Family Assistance Commitments $819,200 $819,200
Foster Care MOE ($120,000) $120,000
Share Adjustment ($225,000)
Predetermination Grant - Aid to Families with Dependent Children Shift $0 $19,000
Child Support Disregard $26,300 $26,300 $21,945
Child Support Disregard Increase $0 $20,000 $17,000
Emergency Assistance to Families $79,800 $79,800 $40,000 $79,800 $40,000 $40,000
Child Welfare Emergency Assistance to Families $100,000 $240,000 $160,000 $240,000 $220,000 $120,000
Child Welfare EAF Commitments $100,000 $240,000
Foster Care MOE $120,000 ($120,000)
TANF Day Care $78,297 $78,297 $104,000
Educational Development for Gainful Employment/Bridge $22,053 $12,494 $22,053 $12,694 $22,053 $14,332
Job Placement and Retention Initiative $3,700 $3,700 $3,700 $3,700 $3,700 $3,700
Rent Supplement Program/A ssessment Centers $9,000 $9,000 $12,000 $9,000 $12,000 $12,000
Refugee Resettlement $1,500 $1,500 $1,500
Tier |1 Debt Service on Family Shelters $10,000 $10,000 $10,000 $10,000 $10,000 $10,000
Food Assistance Program for Children $8,091 $0
Subtotal - Programmatic Expenditures $1,200,544  $1,425,991 $963,853  $1,398,991 $783,453  $1,282,177

Total Base Expenditures (Administrative and Programmiatic) $1,551,095 $1,736,642 $1,222,649 $1,719,050 $1,044,542 $1,494,066

Annua TANF Grant and MOE Requirement $2,442,930 $1,718,578 $2,442,930 $1,718578 $2,442,930 $1,718,578

Difference between TANF Grant/MOE Requirement and Base Expenditures  $891,835 ($18,064) $1,220,281 ($472) $1,398,388 $224,512

* TANF expenditures for SFY's 1998-1999 and 1999-2000 and MOE figures for SFY 1998-1999 are budget re-estimates based on actual experience. The remainin
TANF and MOE figures are estimates from the budget preparation process.

Source: State of New Y ork, Executive Department: Division of the Budget, April 1999, January 2000.
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Estimated Base Temporary Assistance Expendituresin New York

Federal TANF and State M aintenance-of-Effort (MOE) Funds

(in thousands)

SEY 1998-1099 SEY 1999-2000 Proposed SFY 2000-2001
TANFE MOE TANFE MOE TANE MOE
Administration
Local Administration - Base $227,191 $227,191 $119,073 $235,799 $119,739 $119,739
State Operations $45,000 $15,000 $55,000 $15,000 $55,000 $18,000
Local Employment Program Administration $54,760 $54,760 $57,023 $54,760 $57,650 $57,650
Pride 2000 $1,000 $2,000 $2,000
Jobs Staff $7,200 $9,500 $9,500
DOL TANF Staff $2,700 $2,700 $2,700
Electronic Benefits | ssuance $10,000 $10,000 $10,000 $10,000 $10,000 $10,000
Child Assistance Program-Administration $3,700 $3,700 $4,500 $4,500 $4,500 $4,500
Subtotal - Administrative Expenditures $350,551 $310,651 $258,796 $320,059 $261,089 $211,889
Programs
Family Assistance $966,400 $966,400 $714,600 $900,200 $474,200 $939,200
Family Assistance Commitments $819,200 $819,200
Foster Care MOE ($120,000) $120,000
Share Adjustment ($225,000)
Predetermination Grant - Aid to Families with Dependent Children Shift $0 $19,000
Child Support Disregard $26,300 $26,300 $21,945
Child Support Disregard Increase $0 $20,000 $17,000
Emergency Assistance to Families $79,800 $79,800 $40,000 $79,800 $40,000 $40,000
Child Welfare Emergency Assistance to Families $100,000 $240,000 $160,000 $240,000 $220,000 $120,000
Child Welfare EAF Commitments $100,000 $240,000
Foster Care MOE $120,000 ($120,000)
TANF Day Care $78,297 $78,297 $104,000
Educational Development for Gainful Employment/Bridge $22,053 $12,494 $22,053 $12,694 $22,053 $14,332
Job Placement and Retention Initiative $3,700 $3,700 $3,700 $3,700 $3,700 $3,700
Rent Supplement Program/Assessment Centers $9,000 $9,000 $12,000 $9,000 $12,000 $12,000
Refugee Resettlement $1,500 $1,500 $1,500
Tier I Debt Service on Family Shelters $10,000 $10,000 $10,000 $10,000 $10,000 $10,000
Food Assistance Program for Children $8,091 $0
Subtotal - Programmatic Expenditures $1,200,544  $1,425,991 $963,853  $1,398,991 $783,453  $1,282,177

Total Base Expenditures (Administrative and Programmatic) $1,551,095 $1,736,642 $1,222,649 $1,719,050 $1,044,542 $1,494,066

Annual TANF Grant and MOE Reguirement $2,442,930 $1,718578 $2,442,930 $1,718578 $2,442,930 $1,718,578

Difference between TANF Grant/M OE Requirement and Base Expenditures  $891,835 ($18,064) $1,220,281 ($472) $1,398,388 $224,512

* TANF expenditures for SFY's 1998-1999 and 1999-2000 and MOE figures for SFY 1998-1999 are budget re-estimates based on actual experience. The remaininc
TANF and MOE figures are estimates from the budget preparation process.

Source: State of New Y ork, Executive Department: Division of the Budget, April 1999, January 2000.
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In 1999 the federd government issued find regulations implementing the 1996 federd welfare
reform act. One of the mgor accomplishments of the 1999 TANF regulations was to make it
ggnificantly easier for states to use both streams of money (TANF funds and MOE funds) to help low
income working families. In this regard, the most significant provisons of the 1999 regulations were:

. Redtriction of the definition of “assgstance’ to include only “cash, payments, vouchers
and other forms of benefits designed to meet afamily’s ongoing basic needs” and
exclude numerous supports for working poor families.

. Claification as to the dlowable uses of TANF Block Grant funds, particularly that
dlowable spending under TANF is not limited to the redtrictive definition of “assstance”
and therefore can include such activities as the refundable portion of the earned income
tax credit, rembursement of work-related expenses and other work supports.

. Grant of broad discretion to states to establish income standards to define “ needy”
including the ability to set different digibility sandards for different programs whether
funded with TANF or MOE funds.

. Clarification of alowable MOE programs and a new two-part spending test.

The redriction of the definition of assistance was probably the single more important provision of
the 1999 regulations. The new definition includes only traditional cash assstance grants, stipends and
alowances for participation in education and training, needs-based payments to individuals in any work
activity whaose purpose is to supplement the money they receive for participating in the activity and
supportive services such as trangportation and child care provided to the non-employed. By not
including most supports for wor king low-income families in the definition of assstance, the new
regulations freed gtates to fund many of these activities from TANF funds for thefirgt time. Prior to this
dates feared that any recipient of benefits funded from the TANF Block Grant might be subject to time
limits on assistance and that these recipients would count as a part of the state' s casdload for work
participation requirements and other TANF requirements. States, therefore, did not want to support
these activitieswith TANF funds. The new definition should make it eesier dso for satesto fund
partidly- or fully-subsidized employment programs and it allows states to use TANF funds to provide
short-term criss or emergency help to families without having such aid count as assstance under the
TANF rules.

The fina regulations provide guidance to states regarding questions that arose about dlowable
activitiesin the implementation of the TANF program. For example, the regulations state that carryover
funds may only be used to provide “assstance” and its attendant administrative costs and therefore a
state may not transfer carryover funds from previous years to CCDF or Title XX. A variety of other
programs, such as pregnancy prevention and GED preparation, which meet the gods of the legidation,
but are not defined as “assstance’ to families, cannot be TANF-funded outside of the grant year of the
annual TANF award. Also, the regulations provide that a state may spend TANF funds on foster care
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or juvenile justice costs only if such costs were authorized in the state' s Emergency Assistance plan on
September 30, 1995 or at state option, August 21, 1996.

The new regulations give states broad discretion to define the income guidelines for program
digibility and dlow datesto establish different digibility criteriafor different programs. The ability to
edtablish income guiddinesiis particularly important for MOE programs which are restricted by satute to
programs that serve “needy” families but aso gppliesto most TANF funded programs. (TANF funded
programs to prevent and reduce the incidence of out-of-wedlock pregnancies and to encourage the
formation and maintenance of two-parent families are not restricted to needy families) Statesaredso
given the option to establish resource tests but are not required to take assets into account.

Findly, the new regulations offer greeter flexibility for the use of MOE funds. Firgt the regulations
establish anew two part test for whether or not expenditures count toward the MOE. If expendituresin
the program would have been authorized and allowable under the pre- TANF programs (AFDC, JOBS,
Emergency Assistance, Child Care for AFDC Recipients, At-Risk Child Care, or Trangtiond Child
Care Programs) then dl otherwise countable expenditures can count in their entirety. |f expenditures
would not have been authorized pre-TANF they may count towards the MOE only to the extent that the
gtate has expanded expenditures for digible families to exceed tota Sate expendituresin the program in
federd fiscal year 1995.

While trying to encourage the states to implement new and expanded programs in support of low-
income families, the federd rulemakers wanted to be fair to states which had aready funded some of
theseinitiatives. For example, cash assistance was redefined to include both traditiona cash support for
needy families and the refundable portion of Sate earned income tax credits. This was clearly an attempt
to encourage states to adopt earned income tax credits or to expand their existing programs. New
Y ork, however, dready had one of the most generous state level earned income tax creditsin the nation.
In the name of equity the rules alow New Y ork to spend part of its TANF grant to fund its pre-existing
sate EITC. New Y ork has taken advantage of this opportunity and the 2000-2001 Executive Budget
proposes to fund $174 million of EITC cogtsin this manner.

New Y ork has done the same thing in other program aress. By using the welfare windfal or TANF
aurplusto provide fisca relief, New Y ork is missing the opportunity to develop a set of comprehensive
programs to support its growing population of low-income working families. The new reguléions have
clarified the rulesin ways that alow states to spend both their TANF Block Grants and their
maintenance of effort funds in support of crestive and innovative programs to support low-income
families®. Instead of providing new support for the working poor, New Y ork is using the new
regulations to generate greater fisca relief.

6 For an excellent discussion of the MOE, see Mark Greenberg, “The TANF Maintenance of Effort
Requirement,” Center on Law and Socia Policy, June 1999.
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Theportion of the state’'s TANF Block Grant going to fiscal relief isincreasing.

The 2000-2001 Executive Budget projects fiscd relief of $591 million, up from $403 millionin
1999-2000 and more than double the $233 million in 1998-1999. TANF funds have been used to fund
fiscd relief in avariety of ways.

Firgt, in state fiscal years 1997-1998 and 1998-1999 TANF funds were used to “refinance” State
and local spending on cash assigtance to families. Under AFDC, the state and local governments
traditionaly paid 25 percent each of such expenditures while the federal government paid 50 percent. In
sate fiscd years 1997-1998 and 1998-1999, the amount of that spending by the state and local
governments combined with their other maintenance-of-effort expenditures under the TANF program
exceeded the federaly-required MOE amount. Federal TANF funds can be used to pay for or
“refinance’ gtate or loca spending in excess of the required MOE amount. Of the proposed $400 million
of TANF fundsto be used for fisca relief in his 1997-1998 Executive Budget, the Governor directed
$260 million to be used in thisway. The effect of this rembursement was to increase the federd share of
such expenditures from the traditiona 50 to gpproximately 60 percent and to reduce state and local
shares from 25 percent to approximately 20 percent each. The amount refinanced in the adopted budget
was reduced to $204.4 million, but this till reduced state and loca shares to gpproximately 21 percent
each’. The mgjority of the money saved was used either to fund tax cuts or to replace other spending on
avaiety of governmenta items.

The second mechanism used to provide fiscd relief isthe transfer of funds from the TANF Block
Grant to the Title XX Socid Services Block Grant. In the past two fisca years, New York has used 10
percent of its TANF Block Grant for this purpose, the maximum alowed under federd law. Inthe
2000-2001 proposed Executive Budget, the state would continue to transfer the maximum alowable
$241 million to Title XX. TANF Block Grant funds transferred to the Title XX Block Grant, have been
used to pay for activities that were previoudy covered by state and loca genera fund resources.

The dlowable transfer to the Title XX Block Grant will be reduced to 4.25 percent as of federd
fiscd year 2001 potentiadly taking away significant fiscal relief for New York State. In order to prepare
for thisrule change, the proposed 2000-2001 Executive Budget finds other services currently funded by
the state, such as the Preventive Services program, that it can finance with TANF funds. In state fisca
year 1999-2000 the state alocated $113 million to such “other child welfare fisca relief” and the budget
proposes an increase to $161 million for thisitem. This represents spending for several smal programs.
the Office of Children and Family Services Juvenile Delinquents Program, the Loca Juvenile
Ddinquents/Persons in Needs of Supervison Program, the New Y ork City Foster Care Tuition
Program and the Preventive Services Program.

" Another $44 million in refinancing was completed in fiscal year 1997-1998 but represented refinancing
from state fiscal year 1996-97.
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Fiscal Relief and Cost Containment

(in thousands)

Proposed SFY
SFY 1997-1998 SFY 1998-1999 SFY 1999-2000 2000-2001
State M aintenance-of-Effort Fiscal Relief $248,400 $18,000 $0 $0
Refinancing $204,400 $18,000 $0 $0
Executive Budget Maintenance-of-effort (MOE)
Refinance $219,000 $150,000 $0 $0
MOE Refinancing Reestimate ($14,600) ($132,000) $0 $0
SFY 1996-97 MOE Rdlief $44,000 $0 $0 $0
Child Welfare Fiscal Relief $168,000 $215,000 $354,000 $402,000
Transfers $168,000 $215,000 $241,000 $241,000
Transfer to Title XX $160,000 $207,000 $233,000 $233,000
Transfer to Title XX - Foster Care Rates Increase $8,000 $8,000 $8,000 $8,000
Other Child Welfare Fiscal Relief $0 $0 $113,000 $161,000
OCFS Juvenile Delinquents Program $0 $0 $10,000 $15,000
Local Juvenile Delinquents/Personsin Need of Supervi $0 $0 $60,000 $80,000
New York City Foster Care Tuition $0 $0 $43,000 $36,000
Preventive Services $0 $0 $0 $30,000
Other Fiscal Relief I nitiatives $0 $0 $0 $15,100
Home Visiting $0 $0 $0 $5,600
Pregnancy Prevention . $0 $0 $0 $7,700
Program $0 $0 $0 $1,800
Subtotal - Fiscal Relief $416,400 $233,000 $354,000 $417,100
Earned Income Tax Credit Cost
Containment $0 $0 $49,000 $174,000
TOTAL . $416,400 $233,000 $403,000 $591,100

* The $18 million in 1998-1999 had not been liquidated as of January 2000. It will be reassigned to 1999-2000 instead.

Source: State of New Y ork, Executive Department: Division of the Budget, April and November 1999, January 2000.

***x* The $18 million in 1998-1999 had not been liquidated as of January 2000. It will be reassigned to 1999-2000 instead.
Source: State of New Y ork, Executive Department: Division of the Budget, April and November 1999, January 2000.
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The mogt sgnificant new use of TANF funds for fiscd rdlief isthe decison to use TANF funds to
pay for the refundable portion of the state' s Earned Income Tax Credit for low-income families. The
adlocation of TANF funds for this purpose has grown from $49 million in state fiscal year 1999-2000 to
aproposed $174 million in State fisca year 2000-2001. 1t is projected to grow to $317 million in
2002-2003. Thisisan example of the sat€' s ability to take advantage of the new TANF regulations to
maximize thefisca relief it receives from the TANF Block Grant. By amending the digibility criteriain
the state's TANF plan for families to receive assistance through the tax credit, TANF funds may now be
used to pay for the entire refundable portion of the state’ s EITC directed towards families with children.
Thisisaprogram that was funded in the past from outside the public assistance revenue streams which
will now be fully funded from the TANF Block Grarnt.

New York hasallocated limited fundsfor innovative approachesto helping low-income
families.

To the extent that New Y ork usesits “wefare windfal” to provide fiscd relief to the sate and locdl
treasuries, the funds left to support new and innovative approaches to helping low-income families are
extremdy limited. Despite the continuing decline in public ass stance casdl oads, the 2000-2001
Executive Budget increases spending from 1999-2000 for these “ other initiatives’ by amere $2 million.

* The1997-1998 and 1998-1999 budgets made relatively small commitments to education and
training. However, the New Y ork Works Block Grant program was funded in the current fiscal
year a $110 million while the 2000-2001 budget proposes an increase to $143.4 million. While
the broad objective of the New Y ork Works Block Grant is laudable, better reporting is needed
of how these funds are actualy being utilized and alocated. The legidature should require that
local governments be required to use competitive bidding procedures gppropriate to services
contracts, smilar to the process used by the state Department of Labor for the award of those
TANF contracts for which it is directly responsible.

* Among arange of other programs administered by the Department of Labor, INVEST, which
provides training to Family Assistance recipients, has been expanded to $25 million aong with
an increase in funding for gpprenticeship devel opment and placement through the Built on Pride

program.
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TANF Surplus Spending Allocations
Programmatic I nitiatives

(in thousands)

SFY SFY Proposed SFY
1997-1998 1998-1999 SFY 1999-2000 2000-2001
Child Care
Child Care Assistance $66,600 $76,600 $230,000 $230,000
Child Care Enforcement/Oversight $0 $0 $0 $18,500
Child Care for Migrant Workers $0 $0 $0 $2,500
Child Care Reserve Fund $0 $0 $200,000 $0
Subtotal - Child Care $66,600 $76,600 $430,000 $251,000
Employment*
District-administered Programs (includes CASP**) $47,500 $13,000 $112,000 $143,400
Department-administered Programs $9,500 $0 $49,100 $40,600
Education $15,500 $6,000 $9,000 $0
Transportation $8,000 $5,000 $20,000 $25,000
Compliance with Federal Reporting Requirements $0 $0 $1,000 $1,000
High Performance Bonus Spending*** $0 $0 $0 $8,000
Subtotal - Employment**** $80,500 $24,000 $191,100 $218,000
Health Care Reform Act Reserve $0 $0 $0 $50,000
Transition/Local Administration
Transition/Performance $22,000 $0 $0 $0
Implementation Block Grant $125,000
Merit Scholars $500 $0 $1,000 block grant
Domestic Violence Screening $5,000 $5,000 $8,000 block grant
Medical Exams $3,000 $3,000 $3,000 block grant
Child Assistance Program Expansion $1,500 $1,000 $1,000 block grant
Case Management/Alternative to Incarceration Pilot $2,000 $0 $19,100 block grant
Drug Abuse Screening/Treatment $18,000 $12,000 $18,000 block grant
Transitional Opportunities Program $0 $0 $0 $3,000
Rape and Pregnancy Prevention $8,000 $7,000 $10,000 $10,000
Learnfare $1,000 $1,000 $4,000 $4,000
Food Pantries/Nutrition Assistance $0 $0 $12,000 $12,000
Case Management for Homeless Families/Rent Subsidy Program $0 $0 $1,500 $0
Subtotal - Transition/Local Administration $61,000 $29,000 $77,600 $154,000
Advantage Schools $0 $0 $0 $10,000
Preventive Services Initiative $0 $0 $10,000 $0
Women, Infants and Children Program $3,000 $3,000 $3,000 $3,000
Women, Infants and Children Program Expansion $0 $0 $2,000 $2,000
Home Visiting Expansion $0 $0 $0 $2,400
Child Support Disregard Toward MOE $0 $0 $0 $17,000
Welfare Reform Evaluation $0 $300 $0 $500
Welfare Management Systems Update $50,000 $10,000 $30,000 $50,000
Welfare Reform Contingency Reserve Fund $104,000 $114,000 $330,000 $318,000
Total $365,100 $256,900 $1,073,700 $1,075,900

* See the next table for a complete breakdown of TANF-funded programs administered by the Department of Labor.

** CASP stands for Consolidated Application for State Administered Programs which distributes funds for various DOL programs that use
TANF and state General Fund money.

*** New Y ork received this bonus from the federal government for exceeding work participation requirementsin federal fiscal year 1999.

**** This subtotal includes Workplace Accommodations, which is administered by the Department of Labor; tables from other sources may
include this program under Transition/Local Administration'.
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TANF Surplus Spending Allocations
Employment Inititatives

(in thousands)

Proposed
SEY SEY SEY SEY
1997-1998 1998-1999 1999-2000 2000-2001
District-administered Programs (includes CASP*)
Automotive Skills Training $1,000 $0 $0 $0
Bridge Child Care Training and Placement $1,000 $0 $0 $0
Bridge College to Work $3,000 $0 $0 $0
CUNY Work Experience $750 $0 $1,000 $0
New York Works Block Grant (Work Now)** $39,000 $13,000 $110,000 $143,400
Workplace Accommodations*** $3,000 $0 $1,000 $0
Subtotal - District-administered Programs $47,750 $13,000 $112,000 $143,400
Department-administered Programs
INVEST $3,250 $0 $25,000 $25,000
Built on Pride Apprenticeships $400 $0 $5,000 $6,000
Displaced Homemakers Program $600 $0 $600 $600
Empire State Development Agency Job Specific Tra  $2,000 $0 $2,000 $4,000
Employment Agency Initiative $3,000 $0 $2,000 $3,000
Family Loan Program $0 $0 $500 $0
Hospital Wage Subsidy Demonstration $0 $0 $2,000 $2,000
Wage Subsidy Demonstration Program $0 $0 $12,000 $0
Subtotal - Department-administered Programs $9,250 $0 $49,100 $40,600
Education
EDGE "Plus'; Literacy and Work Preparedness $8,000 Fhkkx $0 $0
EDGE "Plus': English as a Second L anguage $5,000 kb $3,000 $0
EDGE "Plus': Local Interagency /VESID Employnr  $2,500 kbl $6,000 $0
Subtotal - Education***** $15,500 $6,000 $9,000 $0
Transportation $8,000 $5,000 $20,000 $25,000
Compliance with Federal Reporting Requirements $0 $0 $1,000 $1,000
High Performance Bonus Spending****** $0 $0 $0 $8,000
Total - Employment $80,500 $24,000 $191,100 $218,000

* CASP stands for Consolidated Application for State Administered Programs which distributes funds for various DOL
programs that use TANF funds and state General Fund money. See text and glossary for more information.

** The 1997-1998 figure includes the 1996-1997 ($10 million) and the 1997-1998 ($29 million) allocations for Work

Now.
=== Some tables with Smilar data may place this program under "1 ransitior/Local Administration’. However, because It IS

administered by the Department of Labor, it is placed here under 'Employment'. Therefore, subtotals on tables from other
sources with similar information may differ from these subtotals. This program is known also as Work Opportunities for
Persons with Employment Barriers.

**** This program is known aso as the Training Opportunities and Placement Program.

***%* The $6 million alocation for 1998-1999 was added to local districts base EDGE allocations for that year.

*xx%%* New Y ork received this bonus from the federal government for exceeding work participation requirementsin 1999.

Source: State of New Y ork, Executive Department: Division of the Budget, April and November 1999, January 2000;
Department of Labor, July and November 1999, January 2000.
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* A wage subsidy demongtration program was alocated $12 million in the 1999-2000 adopted
budget, but no funding was provided in the Executive Budget. Proposals under the 1999-2000
appropriation are due to the Department of Labor by February 28™. To the extent possible,
information on the responses to this request for proposal should be taken into consideration in
crafting an improved pilot program of publicly-funded transtiond jobs for the hard-to-employ in
the 2000-2001 adopted budget.

» Assgance for trangportation to work and child care Sites has increased from $8 million in state
fiscal year 1997-1998 to a proposed $25 million in state fiscal year 2000-2001. The magor
human services organizations working on this issue have recommended an appropriation of $35
million with $5 million set aside for whedsto-work programs such as Burlington, Vermont's
highly successful Good News garage.

 Child care assstance had been limited until state fisca year 1999-2000 when transfers to child
care block grants and establishment of areserve fund increased by sixfold. Additiond
investments in this area are obvioudy necessary if welfare reformisto be truly successful. (See
the discussion in the recommendations section of this report.)

» Executive Budget dlocationsin 2000-2001 for local adminitration of supportive services
including case management have been doubled and moved into ablock grant. Thisis an effort
to encourage locdlities to srategicaly plan and implement an innovative array of services.

» To prepare for the possibility of adownturn in the economy, the state alocated $104 million,
$114 million and $330 million, in the last three fiscd years, repectively, to aso-caled
Contingency Reserve Fund. These monies remain in the state’ s account in Washington as part
of the stat€’ s unobligated balances. While the origina intent of Congress wasto dlow satesto
build up subgtantia balances for a“rainy day” without fear of losing those funds, there have been
severa attemptsin recent years by members of Congress to take, or redllocate, or to attach
gtrings to those unobligated baances. Before adding to this reserve fund, the Governor and
members of the Legidature should ask the members of the state’' s Congressional delegation for
their assstance in reaffirming the Congress s intent in 1996.
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New York should take advantage of the TANF surplusto renew its commitment to fight
poverty and lift poor families towards independence.

The current TANF surpluses provide New Y ork State with a once-in-a-lifetime opportunity to fight
poverty and lift poor families towards independence and self-support. Thisincludes liberdizing the
earned income disregard, providing along overdue grant increase aswell asiinitiatives that provide
innovetive and broad-ranging efforts to reach hard-to-serve parents and children, including those without
any history of paid work experience and those who are struggling with chemical dependency, menta
ilIness, and histories of incarceration, domestic violence, illiteracy and other barriers to economic
success. New York is more likely to continue to meet work participation rates if it investsin activities
such as child care, increased earned income disregards and job training that have proven successtul in
helping people to move from wefare to work. New Y ork should aso be careful not to reduce its
spending below the required maintenance-of-effort leve, in ether direct or indirect ways. While New
Y ork has made some investments in needed services like child care, much of our TANF surplus
spending has funded dead-end workfare dots and replaced other government spending. We need to do
better in the next two years.

Employment and Training Initiatives

In the 1997 date welfare reform law, the legidature gave counties broad discretion in determining
how to meet "work activities' requirements. New Y ork City and some other locdities around the State
have used this discretion to move al unemployed welfare recipientsinto workfare assgnments. Asjob
training and employment services providers work with the hardest-to-serve populations in welfare
reform - ex-offenders, substance abusers, battered women, the mentally ill and disabled, those lacking
GADS and high-school degrees - it has become clear that workfare assignments aone will not provide
real economic opportunity for individuas or successful welfare reform for our state. High-quaity
community-based job training and employment services providers can put unemployed welfare
recipients in better jobs faster and with better job-retention results than workfare programs aone can
accomplish.

Asthe number of people recaiving wefare declines, those individuas who remain on the welfare
rolls are individuas who face great barriers to successful employment, including alack of kills,
education and adequate work experience. Research shows that closaly-supervised community service
jobs increase both the chances that such individuas have of obtaining unsubsidized employment and their
earnings potentia. The establishment of such community service jobs aso protects exigting low-wage
workers againg potentia disolacement. Findly, residents of the areas served benefit from the
improvements and services that workersin these jobs provide.

Programsthat are linked to real jobs, whether in the private, nonprofit or public sector, should be
encouraged. Recent federa guidelines have made it clear that New Y ork can use TANF and MOE
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funds to help poor and working families with arange of services and benefits in addition to regular
welfare payments. New Y ork can provide direct employment and support help with TANF funds
through housing subsidies, wage subsdies, work expense alowances or Individua Development
Accounts. New Y ork can pay the education and training costs for TANF or low-income working
families, it can pay participation stipends, or it can make incentive payments to employers to encourage
on-the-job training or to ensure release time for participation in training. Few of these efforts have been
tried in our state, and most of those have been outside of New York City.

The Empire State Jobs Program would establish afive-year pilot project that would use TANF and
MOE funds to create temporary wage-paying jobs that would give people the work experience and
workplace skills necessary to compete in today's labor markets. In the first two years of the program,
the Empire State Jobs Program would employ 4,000 people statewide in 18-month trangitiona jobsin
government agencies and non-profit organizations. The jobs would provide on-the-job training and give
workers time off for education and training. Participants would earn ared wage of around $7 per hour,
alowing them to receive up to $3,600 in income from the Earned Income Tax Credit. Thefina 1999
TANF regulations which took effect October 1, 1999 clarify that such payments to employers would not
condtitute "assistance’ and therefore participants in the Empire State Jobs program would not be subject
to time limits, child support regulations nor federd reporting requirements.

New York State has along and successful tradition of creating trangitional employment programsto
meet pressing public needs. This tradition includes depression era programs such as the Temporary
Emergency Rdief Act, the Work Relief Employment Program of the 1970s and the Civilian
Conservation Corps of the 1980s. Wedfare reform has sparked a new interest in trangtiona job
cregtion and new programs are dready operating in Detroit, Philadel phia, Washington, Vermont,
Bdtimore and San Francisco. Last year, Pennsylvania Governor Tom Ridge greatly expanded his
gate’ s program of working-for-wages transitional jobs for welfare recipients.

Another effort dong these lines has been put forth by The New Y ork City Employment and
Training Codition (NY CETC) which is recommending that $15 million of the TANF surplus be
gppropriated to test dternative employment and training models with high performance sandards

that might better serve wefare beneficiaries who need jobs. NY CETC has recommended that
TANF funds be appropriated to the NY S Department of Labor for demonstration projects that could
then be evaluated againgt the current "workfare-only” models that is used in some socid services
digricts. These evauations could then be used by the state and by individual socid services didrictsin
meaking future policy and funding decisons

New Y ork has not used TANF funds for economic development or capital construction purposes.
While ayearly government appropriation like TANF funds cannot be used for red estate purchases or
permanent improvements to facilities, North Carolina has contracted with a federaly-chartered
Community Development Financid Inditution (CFl) to create arevolving loan fund for child care
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facilities improvement using TANF surplus dollars. New Y ork could consider using TANF fundsto
creste CFl-based revolving loan funds for providers of employment and training, supportive housing,
child care or other poverty-fighting services.

New Y ork should also consider creeting a pool of “socid venture capitd” with TANF funds that
would alow poverty-fighting organizations to fund entrepreneuria enterprises sde-by-sde with job
training and placement and supportive housing programs. Again, thelink to red jobsis crucid, and
TANF funding of jobs, training and sarvices for families might free organizationd funds for use on sngle
adults, people with disabilities and others not digible for TANF-funded services.

It should be noted that experimental programs might stand a better chance of getting off the ground
and showing resultsif they were administered from state agencies (NY SDOL or NY S OTDA) draight
to loca groups, rather than through local socid service didiricts. Many locd didtricts, particularly
NY CHRA, have been locked into the workfare-only mode of welfare reform and have spent their
TANF dallarsin uncrestive, wasteful or unproductive ways. Thereisastrong need for a ate-level
initiative to fund aternative modds of welfare reform that will reach harder-to-serve populations through
new and different methods and approaches.

Affordable Qudlity Child Care as a Support For Working Parents

Adequate child care availability isimportant to the ultimate success of welfare reform. Furthermore,
in its guide for funding services with TANF money, the federal government Sates that child careis
important to meeting the ams of the TANF program and most states are unable to meet their child care
needs with their available CCDF funds. Therefore, the opportunity to transfer TANF fundsto CCDF,
or to spend TANF funds on expanding child care is Sgnificant. While New Y ork has spent a substantial
portion of the TANF surplus on child care, there is till atremendous unmet need for child care among
low-income working familiesin our Sate.

More than 223,000 children in New Y ork who would be digible for subsidies under federa
guiddines and whose families would use a subsidy gill can't get one. And the cost to these familiesis
high— child care cods are higher than public universty tuition in every part of the state. While parents
who are participating in workfare programs have alegd right to child care aid, help is not available for dl
low-income parents and those moving from welfare to work. Trangtiona child care aid ends one year
after exit from the wefare roles, and parents are often forced to go back to the end of the line to wait for
scarce subsidy vouchers.

New Y ork could take steps to reform our child care system to make subsidies available to all
parents who meet income requirements. We could expand dligibility for subsidies, e even states have
digibility sandards sgnificantly higher than ours, including Cdifornia, Texas, North Carolina and
Connecticut. And we could take steps to support the salaries of low-paid child care workers, who are
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often astep away from public assistance.

The Child Care that Works Campaign is a codition of children’s advocates, unions, child care
providers and parents who are working to improve New Y ork’s child care system. Child Care that
Works has fought successfully for increasesin funding for subsidies and qudity in the last severd years,
and has a specific recommendation for TANF funding for child care that would bring subsidies to more
families and support qudity child care and reduce job turnover by investing in training and wage
increases for child care workers.

A review of census data and statistics on the utilization of subsidies for child care by the Child Care
that Works Campaign suggests that atotal of 223,434 children under 275 percent of the federa poverty
line remain unserved in our date, even after lagt year's higtoric increase in funding. Average per-child
subsidy costs have run about $4225 per year; the $66.5 million for child care subsdies in the Sate fisca
year 2000-2001 Executive Budget would cover only about 15,700 more children thisyear. The
Campaign recommends that New Y ork invest an additiond $123 million in TANF surplus fundsto
cover atota of 44,000 more children this year.

Recent studies have shown that a significant proportion of child care and early education programs
across the country fail to provide developmentaly appropriate activities, and in the most egregious
cases, fail to maintain basic safety dandards. One of the Single most important factors in determining the
quality of child care programsis the presence of qudified professonas. Y et the ability to recruit and
retain qualified professionas to programs has reached crisis proportionsin New Y ork State.

Child care workers are consstently ranked at the bottom for "worst income" among al professons.
A recent report of the U.S. Department of Labor found child care workers were ranked 249th out of
250 professions, with an average annud income of $14,250. In light of their tremendous responsibility,
child care workers are shockingly underpaid.

Low sdaries have negative effects on the qudity of child care. They make it dmost impossibleto
recruit individuals with the knowledge and skill necessary to provide a hedthy learning environment to
children; they make it difficult to retain workers who are qudified and who have been trained only to
leave the fidd, fuding high turnover rates estimated to exceed 30 percent annudly.

In order to support themselves, many child care workers are forced to hold second jobs, live with
their parents, rely on a second income, or forgo health insurance and medica care.

The Campaign recommends an investment of $73 million to increase compensation for child care
workers. Public funding for professona development and credentiaing should be linked to wage
supplements for child care workers who remain in the workforce, and for those who pursue further
training and education. Recruitment and retention grants must be available to dl teaching, support saff

28



Improving NYS s Utilization of its TANF Block Grant and MOE Resources

and supervisory staff of NY S licensed and registered child care programs. It should be linked to work
experience and/or leve of education, available on a semiannua basis to encourage worker retention, and
linked to an incremental step system determined by years of experience and credentids.

Homeless Services Funding to Support Family |ndependence

Sadly, New Y ork has seen arisein homelessness in recent years, as the combination of welfare
reform and high housing cogts have hit our sate's mogt vulnerable families hard. Homeess housing and
service providers around the state have struggled to cope with increased needs for housing and services,
particularly among parents with young children, among youth, and among noncustodid parents. While
TANF funds cannot be used to build housing, they can be spent on supportive and preventive programs
for these populations, to encourage them to return to independence and self-support. Homeless housing
and sarvices providers have dready begun to integrate job training, case management, education and
hedlth care services into their emergency shelter and housing placement efforts. An investment of TANF
funding in these programs could hdlp families get housed faster and remain housed longer, by helping to
provide a stronger foundation for economic independence.

Specificaly, apilot investment of $10,000,000 of TANF surplus funds would dlow homeess
housing and service providers to support a substantial number of parents and children by linking housing,
supportive services and job training and work programs to keep families together, reunify parents and
children, and help noncustodia parents meet their child support responsibilities. TANF funds could be
gppropriated to the NY S Office of Temporary and Disability Assistance, Bureau of Housing and
Services, which has worked effectively with homeless housing and service providers around the ate.

Improved TANF and MOE Expenditure Reporting

The New Y ork State Division of the Budget does a good job of making information available on the
uses of the TANF Block Grant proposed by the Governor in his Executive Budget. These ligts then
serve as the basis for Senate and Assembly review and revision, and for the discussions of the alocation
of the TANF surplus by the Budget Conference Subcommittee on Human Resources. To fully inform
the policymaking process and the public, however, the state agencies responsible for the implementation
of welfare reform in New Y ork State should report quarterly on the obligations and disbursements that
have been made againg the programmatic alocations of the TANF Block Grant and of MOE funds that
were included in the adopted budget. This could be done most usefully by building upon the reporting
requirements established by the federad government. The god of this reporting should be to provide
date legidators and the public with useful and timely information on the utilization of the federd, state and
local resources dlocated to meet the requirements of the federd welfare reform law.

1. At the sametime that the state makes quarterly reports to the federal government on its TANF
and MOE expenditures, this same information, broken down into the program categories used in the
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state budget process, should be reported to the legidature and made public.

2. The dtates provide quarterly reports on their MOE expenditures to the federal government.
Since New Y ork State' s MOE expenditures are made partidly by the state and partidly by the local
socid services didricts, a supplementary report should be made available to sate legidators and the
public showing the state-loca breakdown of New Y ork’s MOE expenditures.

3. Therdevant state agencies should aso produce a supplementary report for state legidators and
the public that presents a breakdown, by spending category, of the state’ s unliquidated obligations.

4. The new federa TANF regulations require dl quarterly financid reportsto befiled eectronicaly.

These dectronic reports should be promptly posted by the relevant New Y ork agencies on their Internet
gtes.
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